Draft Final Audit Report of the

Audit Division on the American
Financial Services Association

PAC
(January 1, 2013 - Decem_ber 31, 2014)

Why the Audit

Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal

Election Campaign Act
(the Act). The
Commission generally
conducts such audits

when a committee

appears not to have
the threshold Y 4
requirements for .
substantial complianc ™
with the As t

of the Act. . '

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

I 52 U.S.C. §30111(b).

About the Commltte‘,z)

of; -Association PAC isa qualified,

non-party political action ¢& i e headquartered in
Washington, D.C. Forr foze. infoff 1, see the chart on the
Committee Organizatigh, p:2-
Finarncial Actn |ty '
'L'
* Receipts _
o,q,Contnbutlon pdividuals $ 820,603
o ibutions frgm&'
omimittees, 27 10,000
) Of-i;.er Ré - V4 24,380
Total # $ 854,983
Dlsburs 7
.0 Transfé to Affiliated/Other $ 22,000
74 Party e‘;g pfittees :
pntrilyitions to Federal 735,850
“~Higidates/Other Committees
Other Disbursements 25,304
1 ' ursements $ 783,154
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Findings and Recommendations (p. 3)

e Misstatement of Financial Activity (Finding 1)

o Excessive Contributions Made to Federal Candidates
(Finding 2)
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Part 1
Background

Authority for Audit

This report is based on an audit of the American Financial Services Association PAC
(AFSAPAC), undertaken by the Audit Division of the Federal Election Commission (the
Commission) in accordance with the Federal Election Campaign Act of 1971, as
amended (the Act). The Audit Division conducted the audit pursuant to 52 U.S.C.
§30111(b), which permits the Commission to conduct audits and ‘lﬂié investigations of
any political committee that is required to file a report under 5 FfE‘/J S. C §30104 Prior to
conducting any audit under this subsection, the Comlmssm 7283173
review of reports filed by selected committees to determyge’if “’;g orts filed by a
particular committee meet the threshold requlrements g)x S:ybstanné mpliance with the
Act. 52 U.S.C. §30111(b). s ‘%’

Scope of Audit Aﬁ%’; ,

Following Commission-approved procedures, the ‘fuﬂ% 3«% €valuated- :vanl%,us risk
factors and as a result, this audit examined:

the disclosure of individual cnntn‘ﬁ,m%rs occupation mﬁﬁﬁname of employer;

the disclosure of disbursements, de ~obhgat|om ,,;-5
contributions to candidate cammmeé’s i

the consistency between reported ﬁguﬂ;g and E‘aﬂlf'rge%ﬂs*
other committee opEiati ;_: §, necessary I@tﬁé’ review. %3

LR




Part 11
Overview of Committee

Committee Organization

Important Dates

o Dateof Repistration

e Audit Cd'\'/erage-'

Headquarters

Bank Information

.+ Bank Depositories

o Bank Accounts

Treasurer

o Treasurer When Audit Was Conducted .

e Treasurer! Durmg Period Covered by Audit

Management Information g

o Attended FEC Campaign Finance. Semiifati:

e Who Handled Accounting and % 4 Y
Recordkeeping Tasks %{,, ; L -

O_yé'vieﬁ@ of Firfgncial Activity
=.€" ,(ﬁﬁg‘ldxted A@*éunts)

Cash-on-hgiid @ Janua 201%; ' _ $ 246,207

Receipts?iy, WA

o Contnbn'mihg from Individgals f : 820,603

o Contnbutlozﬂﬁ,&om Other R‘éfhtxcal ' 10,000
Committees '”’4‘

o Other Receipts 'f',, ,.-;,-"' ' _ 24,380

Total Receipts o $ 854,983

Disbursements )

o Transfers to Affiliated/Other Party 22,000
Committees

o Contributions to Federal Candidates/Other 735,850
Committees

o Other Disbursements 25,304

Total Disbursements $ 783,154

Cash-on-hand @ December 31, 2014 $ 318,036




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Finﬁncial Activity

During audit fieldwork, a comparison of AFSAPAC’s reported f'ymxcnal activity with its
bank records revealed a misstatement of receipts, disbursementsyand-the beginning and
ending cash balances for 2013, and the beginning and éndip x;f;; 1 balances for 2014. For
2013, AFSAPAC understated the beginning cash balancgy $ 1142536, understated
receipts by $10,081, understated disbursements by & 4,{-“'0'* and e%"_; fated the ending
cash balance by $55,712. For 2014, AFSAPAC u g.; rsﬁted the begi “S’M g cash balance

- efs, were filed
"%‘ 4 bul’;fgxey did not fu Ei}__,c'o ct the

In response to the Interim Audit RepomgAR) recomu &tmn, AFSAPAC stated that it
filed amended reports on January 13, 2062 "%lfm:h mgmﬁc chgnged the misstated
amounts, However, these amendments + were R@% d in directzesponse to the
misstatements identified by the audit. Absent fi %ﬁpqﬂs to materially correct
the misstatements, AFSAP Wf has not comgl?qﬂ’wuh s recommendation.

"’"'A-
[n addition, AF SAEA@ s onglnn'lgrepqrts for f%l:i and 2014 materially understated
receipts by $310,683. ’&g,SAePAC attémpted t6 corfect these misstatements and filed
amended reports for-each’t r&ppmngg, ;lgl u:i’g the two year election cycle. In response
to the AR, ;éa*é" "ﬁ,x_ atlon”’A,E,$AP did*not provide any additional comments
regardx?’g‘lts understatéir nt of? %pts on its original reports. (For more detail, see p. 4.)

after the begmnmg of the audit for both 2013.4
misstated amounts.

S,
Fmdn’i’@g_. Excesgive Qt?ntnbutions Made to Federal

Candidaﬁgs éé:

a, ;
AFSAPAC made l"f;'epnfﬁbutlons to seven federal candidate committees that, when
aggregated with 22 prb%ous contributions, appear to have exceeded the contribution limit
by $18,000. In response to the exit conference, AFSAPAC redesignated contributions of
$17,000 related to the finding, and was seeking or had obtained refunds for the remaining
amount. In response to the [AR recommendation, AFSAPAC stated that it had filed
amended reports to properly reflect these redesignations; however, no amended reports
have been received and the refunds were not discussed. AFSAPAC has clarified it did
not make excessive contributions of $17,000. Absent further evidence of contribution
refunds obtained by AFSAPAC, the remaining $1,000 is considered an excessive
contribution made by AFSAPAC. (For more detail, see p. 8.)



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of AFSAPAC’s reported financial activity with its
bank records revealed a misstatement of receipts, disbursements, and the beginning and
ending cash balances for 2013, and the beginning and ending cag}fbalatices for 2014. For
2013, AFSAPAC understated the beginning cash balance by $43,536; understated
receipts by $10,081, understated disbursements by $67,903;4f J‘gy.nderstated the ending
cash balance by $55,712. For 2014, AFSAPAC understat' d the G ing cash balance
by $55,712, and the ending cash balance by $53, 39 ulhple amefigments were filed

after the beginning of the audit for both 2013 and b‘at they did @l orrect the
misstated amounts. 2 .. £ -
St ”
""4".“#'-5;.
,f-'f«

filed amended reports on January 13, 2016, which 51g fieEica __'tl_y-' changed the misstated
amounts. However, these améndmen"t"‘ re not filed' in a3 E6Ct response to the
misstatements identified by the audit. ABsEgRfili St Tap)
the misstatements, AFSAPAC has not cé’mp €

In addition, AFSAPAC s:gbfminal reports ;%ﬁ , fmatenally understated
receipts by $310,683 .«’.ﬁ]’ SAPAS attempted‘fp. correct tfésé misstatements and filed
amended reports for H@ :: : :/; the two year election cycle. In response
to the [AR recommend’a' n, AEBA PAC did nofprovide any additional comments

regarding its- statemeny dfiginal reports.
. {’}’% 5

Legal, %‘Eandard . é\% .
Co of Reports. , Lreport; it disclose:
th'e%unt of 5-hand at.the beginning and end of the reporting period;

o the ount of } }elpts for the reporting period and for the calendar year;

the total%g t of isbursements for the reporting period and for the calendar

year; and ﬁ;ﬁ
e certaintran _ ons that require itemization on Schedule A (Itemized Receipts) or
Schedule B (ftemxzed Disbursements). 52 U.S.C. §30104 (b) (1), (2), 3), 4)
and (5).

Facts and Analysis

A. Misstatement of Financial Activity- Most Recent Reports Filed Prior to the
Audit

1. Facts



b}

As part of this audit, the Audit staff reconciled AFSAPAC’s reported financial
activity with its bank records for calendar years 2013 and 2014. The following charts
outline the discrepancies between AFSAPAC’s disclosure reports and its bank
records. Succeeding paragraphs explain why the discrepancies occurred.

2013 Committee Activity )
Reported Bank Records Discrepancy
Beginning Cash Balance @ $132,671 $246,207 © $113,536
January 1, 2013 Understated
Receipts $380,743 $390,824 | $10,081
_ 4,-- -+ Understated
Disbursements $293,006 $36i .l $67,905
_ . & Understated
Ending Cash Balance $220,408 % 120 7;,,; $55,712
@ December 31, 2013 f’"k ?S’ﬁ Understated
T J

The beginning cash balance was understated byél 13,536 and the dxscrepé@%s’

unexplained, but it likely resulted from prior pengd yssta

ents:

The understatement of receipts regulted from the fof%

e Contributions from 1nd1v1duals“,{,p,fnyount not repor $5,500
o Unreported other receipts 4.;}}‘*) 10,775
e Unexplained difference %74_ J;, (6.194)
Net Understateme:1 -1 Receipts % ﬁ" ff{%’ $10.081
ﬁ% ' 7
The understatem{rit oft  .:ments res&@gd from the following:
o Contributions to pohtnca%ommlttees n@s;ebarted $48,100
e Contribution whﬂd&ﬂef‘fepgﬂcd,, 5,000
e Bank fbéég!et r,eperl’e‘d G 2,485
. sbursemerﬁ-t’ onso’ﬁ‘gs account not reported 10,775
wff ekplained diftégénce "iv 1,545
ﬁdgrstal;ement oﬁl%isbur—?éments $62.905
%
2014 Com %ﬁ%ctmtﬁ?
s Reported Bank Records Discrepancy
Beginning Cash Ba’@fc’e @ $220,408 $276,120 $55,712
January 1,2014 .~ Understated
Receipts $462,985 $464,159 $1,174
] Understated
Disbursements $418,751 $422,243 | - $3,492
- Understated
Ending Cash Balance $264,642 $318,036 $53,394
@ December 31, 2014 Understated

The $53,394 understatement of the 2014 ending cash balance resulted mostly from
reporting discrepancies noted above from the prior year.




AFSAPAC filed amended reports on January 13, 2016, subsequent to the audit
notification letter, dated November 18, 2015. These reports disclosed a cash increase
of $42,915 for 2013. However, the amendments only minimally corrected the
reporting discrepancies for 2013, and the beginning and ending cash balances for
2014 remained materially misstated.

2. Interim Audit Report & Audit Division Recommendation
The Audit staff discussed the misstatements for 2013 and 2014 with AFSAPAC’s
representatives during the exit conference and provided copies of relevant work
papers detailing the misstatements. In response, an AFSAP AfS*Fepresentative stated
that it filed amended reports to correct the misstatements;, [igwevet, the amendments
were filed after AFSAPAC was notified of the audit ag&y Zamounts were still
misstated as described in the preceding paragraph. «r,qf ;

B
The IAR recommended that AFSAPAC amengits: distlosure repo: eerrect the
misstatements for both 2013 and 2014. In 4& tlon the [AR recomnié iat
AFSAPAC amend its most recently filed fepi t’.! 10, cerree't,xhe cash-on-hﬁ balance
with an explanation that the change resulted frofh/d ap:f‘or petiod audit adjustment.
Further, that AFSAPAC should recongile the ¢ash’ B’ef[ance of its most recent report to
identify any subsequent dlscrepanolﬁsug,hat may-affect’ fﬁe adlustment recommended
by thc Audit staff. %, ‘-»“ o Eﬁ? #

3. Committee Response to Interim Audt
In response to the [AR 51 mendana SAP gﬁ’%ated that it filed amended
reports on Jan 13,20 h.lch s1gm antly ehanged the misstated amounts and
that the reductndﬁf:ihgthe n ated amountsmérgmces AFSAPAC’s corrective action.
AFSAPAC also statﬁ - ymisstatement$svere all timing related, due to staff

limitat ) ul tH FJEWW 6.

Asgated in the IA@} e ‘}negtg filed by AFSAPAC prior to the issuance of the

‘Ehd not sufﬁcxent' correcthe 2013 and 2014 misstatements. The following
mlsstalzggpents remain i—.ﬁ he anfended reports. For 2013, the beginning cash balance,
receipts, mibu:semens d ending cash balance were understated by $70,621,
$9,981, 67 Q@S;and $12;697, respectively. For 2014, AFSAPAC understated its
beginning casﬁ’b#laypé by $12,697, and its ending cash balance by $10,379. The
Audit staff was aﬁ;‘ to verify certain problems in filing reports mentioned by .
AFSAPAC, but they were resolved quickly. Absent the filing of amended reports to
correct the misstatements above, AFSAPAC has not complied with the [AR
recommendation.

B. Misstatement of Financial Activity — Original Reports Filed

1. Facts
In addition to reconclhng AFSAPAC’s most recent reports (filed prior to audit
notification) with its bank statements, the Audit staff also compared its originally
filed reports with its bank statements. The purpose of this additional reconciliation



was to identify the degree to which AFSAPAC had misstated its original filings.
From this review, the Audit staff determined that AFSAPAC understated its receipts
by $310,683, for the two-year period that ended December 31, 2014. However, as
shown in the charts above, under discrepancies for receipts, AFSAPAC filed
amendments that corrected all but $11,255 ($10,081 + $1,174) of this receipt
understatement.

The Audit Staff also noted that AFSAPAC filed multiple amended reports for every
filing period for 2013 and 2014, filing a total of 151 amendments. For example, for
the August 2013 monthly report AFSAPAC filed amended reports three times in
2014, two times in 2015, and one time in 2016. g,

2. Interim Audit Report & Audit Division Recommen"_y" ‘ifn?,;.,,
The Audit staff discussed AFSAPAC’s understatemehg of rec'é' :contained in the
original reports it filed at the exit conference. Ins#spofise, an AFSAPA

: C
representative made a rebuttal to the potential g#derstitement ﬁndm%‘is providing
information about the corrections made in _;@’Ex_ner_lded-,ﬁlings. The A &ds. staff

b ing since

e

explained to the representative that men@rg:gﬁe%gve' g}fé:ﬂ;npact on the
the finding is based upon the original reports file f”%gj *

g
2

Z
el

The IAR recommended that AF S& A
necessary with respect to this matte ,}é} ,,,‘{f%% i
3. Committee Response to Interim Aud?@egﬁ'ﬁ"%ﬁ}# _:'

AFSAPAC did not proggjgﬁfg?ﬁmmems ra'_'%’:a'i.didg_-thi%tter.

C provide any ﬁ'@}]}'@nﬂl comments it deemed
" "

Finding 2. Mczﬁgyfﬁ%gribug’iéns Made to Federal

-
ast

Flane

| Candidates . <

- ,._; a
-

AFSAPAC made 11 contributions 6 seven federal candidate committees that, when

aggregate ’ﬁﬁ'@}}} 22 previofé%:‘ontributions, appear to have exceeded the contribution limit
by $18,000. ﬁﬁﬁs onse tqét'l’[e exit conference, AFSAPAC redesignated contributions of
$17,000 related tég@e ﬁggf_i-ﬁg, and was seeking or had obtained refunds for the remaining
amount. In responsédéfhe IAR recommendation, AFSAPAC stated that it had filed
amended reporté to pF’Sperly reflect these redesignations; however, no amended reports
have been received and the refunds were not discussed. AFSAPAC has clarified it did
not make excessive contributions of $17,000. Absent further evidence of contribution
refunds obtained by AFSAPAC, the remaining $1,000 is considered an excessive

contribution made by AFSAPAC.

Legal Standard
A. Contribution Defined. A gift, subscription, loan (except when made in accordance

with 11 CFR §§100.82 and 100.83), advance, or deposit of money or anything of value



made by any person for the purpose of influencing any election for Federal office is a
contribution. 11 CFR §100.52(a).

B. Contribution Limits. No multicandidate political committee shall make contributions
to any candidate and his authorized political committees with respect to any election for
Federal office which, in the aggregate, exceed $5,000. 52 U.S.C. §30116 (a)(1)(2)(A).

C. Definition of Multicandidate Committee.
s A multlcandldate committee is a polltlcal commlttee (other than an authorized

months.
= It has received contributions from more than % Mors:
« It has made contributions to at least 5 fedgezl, candldates. 's last
requirement does not apply to state %?mﬁnttees ) 52
§30116(a)(4). :
¢ A political committee affiliated with- anelﬁc ) tlcal cé’ ittee that lﬁ':ﬂdy
qualified as a multicandidate committee automdﬁ% eco'tnes a multiéandidate
committee by virtue of that affiliation. But it sharés %‘:e contributions limits with its

affiliated committee. 52 U. S.C. §3Q.‘l,l.,6(a)(5) .:‘
,‘.. 4‘: :s"ﬂ'-"'h K ‘sg,‘-:?.-#
Facts and Analysis 3{:_ "’f‘-'?,":fi”fa-_, R @

. k= f D ?‘,‘-ﬁ- o
! P i
A. Facts S LY A 4
The Audit staff reviewed AT SR C’s repor(é,d contrlbu'uons made to federal candidate
committees totaling’ 000

4 this amount’;d 1 _;;:ontnbutlons to seven federal
candidate committees x é}} agg ted with ZZﬁher contributions appear to exceed the
contnbutlon hj;mtgy $18 G@;f, o

""’i.‘fi.p;.‘fﬁ‘

B. Intenm Audlt Ré‘f»p & A( ol Division Recommendation

At thé efigtt conference; t g@udlt stébpresented the excessive contribution matter to
AFSAPAGf resentatwes,ﬁ;ld pro¥ided a schedule of potentially excessive
contnbuuon e, Audit staff explained that the excessive contributions resulted from
aggregation wi her confributions made to the same committees for the same election.
The Audit staff: as g}@ APAC’s representatives to provide an explanation and
documentation for aqya‘l fem on the schedule.that they believed to be incorrect. The
representatives stated “that they would review the items and provide an appropriate

response.

In response to the exit conference, AFSAPAC’s representative did not mention any
corrections to the schedule of excessive contributions, but did provide the Audit staff
redesignation letters that were sent out to six of the excessive recipient committees for



17,000 of the excessive $18,000 amount.2 For the remaining excessive contributions, it
was said that a refund had been received and another refund was being sought.

" The IAR recommended AFSAPAC amend its reports to properly report the elections for
which the contributions totaling $17,000 were redesignated and provide evidence for the
$1,000 in contribution refund checks and their deposit, or provide evidence (or make
other comments) that any of the excessive contribution amounts were not excessive.

C. Committee Response to Interim Audit Report
In response to the IAR recommendation, AFSAPAC stated it had rgdesignéteéd and
amended their reports for excessive contributions totaling $1 8;QQ;§’=}'34t;_the schedule only
addressed $17,000 of the finding amount.? In addition, no-ajfigfided reports were
received to reflect the redesignation for any of the amounts;mgg’ff@g AFSAPAC mention
or provide copies of any refund checks for the $1,000 in @}pa_i_m_f"ﬂﬁfﬁ;gg_ss_iiwe:
contributions. AFSAPAC has clarified it did not rhgkeigicessive ¢ofitsibutions of
$17,000. Absent further evidence of contribution,z#funds obtained by #BFAPAC, the
remaining $1,000 is considered an excessive co) f ition made by AFSAPEC
" '.". o)
%"“’:’% 'é?"%',""-.

2 The committe'e provided redesignation letters for $18,000 but ane of the letters redesignated a
contribution for $1,000 to a different election that was not found to be excessive by the Audit staff, leaving
$1,000 that was not redesignated or for which refunds were not received.



